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TAXATION IN THE PHILIPPINES. II. 
III. Indirect Taxes. 

i . Customs Duties. — The revenue from the custom house 
assumed comparatively little importance in the Philippines 
until well into the nineteenth century. In theory, the ancient 
almojarifazgo — an ad valorem duty on both imports and 
exports, established for all Spanish colonies by the laws of 
the Indies — applied to the Philippines as soon as they were 
acquired. A custom house was established by Legaspi in 
1 573 ; but the reservation of the royal rights in trade and the 
many grants of exclusive privileges and of exemptions, together 
with the restriction of trade to enumerated wares and routes, 
limited the growth of commerce and practically cut off all 
revenues from customs duties. 

The laws which established the almojarifazgo were modified 
to suit the conditions peculiar to the Philippines as early as 
the beginning of the seventeenth century and, as thus modified, 
they continued in force with few material changes until 1789. 1 
The peculiar conditions which required this modification were 
the position of Manila as a possible emporium for the collection 
of Chinese and other Asiatic wares, and the custom of shipping 
these goods via New Spain (Mexico). The almojarifazgo* was 
payable in gold or silver coin or bullion. So far as it affected 
the commerce of the Philippines, it amounted to : (1) fifteen 
per cent on all goods from Spain or New Spain sent to the 
Philippines, five per cent payable on the departure of the vessel 

1 In 1734 there was established a board of valuations, the precursor of the 
Tariff Board of 1828, of which mention is made in the text below. See laws 22 
and 23 in title xv, bk. viii, of the Recopilacion de las Indias, for earlier rates. 

2 The term almojarifazgo is identified with the romantic period j it does not 
appear in the laws or royal orders after 1789 except when reference is made to 
the ancient laws; its equivalent in modern usage seems to be lot derechos de 
aranceles. 
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from the home port and ten per cent on arrival in the islands, 
except on wines, which paid ten per cent at the beginning and 
another ten per cent at the end of the journey ; (2) three per 
cent on all goods imported into the islands from any other 
sources, except on merchandise brought by Chinese, which paid 
six per cent ; (3) ten per cent upon all Chinese and other 
Asiatic wares exported to New Spain ; and (4) three per cent 
on all other goods exported from the islands. The trade of the 
islands consisted almost solely in the barter of native products 
for Chinese, Indian and Persian wares, and the shipment of 
these and a few insular wares to New Spain for a return cargo 
of Spanish or American merchandise and of gold or silver. 
Had commerce not been restricted in so many ways, the vari- 
ous duties on the ordinary trade would have been : three per 
cent on the island products taken by the Chinese, six per cent 
on the goods which the Chinese gave in exchange, ten per cent 
on the same goods when exported and fifteen per cent on the 
return cargo. Such of these duties as were paid did not neces- 
sarily accrue directly to the benefit of the island government 
but went into the royal exchequer ; for all through the romantic 
period of Philippine commerce, which closed in 18 15, when the 
last state galleon left Acapulco for Manila, the treasury of the 
colony was a disbursing branch of the royal treasury of Spain, 
and the expenses of the insular government regularly exceeded 
the revenues of all kinds which were collected in the islands. 

A very important part of the trade of the islands was con- 
ducted by the royal government itself. The tribute, wrung 
from the natives and usually paid in the products of the 
islands, was bartered on behalf of the royal treasury at the 
royal stores in Manila for Chinese, Indian and Persian goods ; 
and these wares, sent to Acapulco in the famous naos, consti- 
tuted a partial return for the 250,000 pesos in coin which the 
Mexican treasury remitted each year for the support of the 
insular government. 1 

1 It is interesting to note in passing that these shipments, which continued for 
over two centuries with considerable regularity, furnished a large part of the 
supply of Mexican dollars for the Orient and assisted materially in giving that 
coin the extensive currency it still enjoys on the Asiatic coast. 
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The only revenues, in the form of a tax on the external com- 
merce of the islands, which accrued to the benefit of the Philip- 
pine government were the port and anchorage dues. These 
were contributed mainly by the Chinese, whose junks arrived 
in the spring with wares to barter for the products of the 
islands. As this source of revenue failed on the expulsion of 
the non-Christian Chinese in 1755, recourse was had to a spe- 
cial export duty; but the collection of this tax met with the 
opposition of the friars, who claimed the same exemption in 
this case as they enjoyed from the almojarifazgo under the 
laws of the Indies, and was soon suspended. 

Outside of the business conducted by the royal stores, the 
monopoly of all trading privileges was first vested in the con- 
sulado, a close corporation of Manila merchants, and afterwards 
was controlled by the Compania Guipuzcoana de Caracas. 
Spanish subjects were not permitted to send vessels to China 
but were permitted to buy goods brought to the islands 
in the Chinese junks. All export trade other than that 
conducted by the Chinese was confined to the Acapulco gal- 
leons and to certain enumerated wares, the list of which was 
changed from time to time to suit the wishes of the Spanish 
merchants and producers in the peninsula. Under this regime 
the amount of duties paid in the islands was necessarily 
small. 

A new era began in 1785, with the establishment of the 
Real Compafiia de las Filipinas and the opening in a limited way 
to Spanish and Philippine merchants of direct trade between 
Europe and Manila and between Manila and the Asiatic coasts ; 
but the privileges of this company did not extend to the trade 
between Manila and Acapulco, which continued as of old in 
the state galleons. This Royal Company, mismanaged from 
the start, was finally deprived of its privileges by royal decree 
in 1830. With it ended the greater part of the mediaeval 
restrictions on trade; for in 1834, by virtue of a royal decree, 
dated July 26, 1832, the port of Manila was opened to foreign 
merchants under the general code of commerce which had gone 
into effect in Spain in 1829. 
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The rates of the almojarifazgo, as has just been explained, 
varied (i) with the origin of the wares and (2), in the case of 
wines and Chinese merchandise, with the character of the 
goods. These two characteristics contained the germs of a 
classification of imports and exports which finally grew into 
the elaborate tariff, or arancel, according to which duties were 
levied in these islands when the United States took posses- 
sion. Since trade was conducted under various monopolies, 
largely by barter and without an open market, it was often 
difficult to determine accurately the values upon which the 
duties should be assessed. Hence, it early became necessary 
to fix arbitrary official values upon which the duties were to be 
calculated, and thus it came about that the duties, although 
ad valorem in form, were in fact specific. Originally the values 
as declared were passed upon by a board, especially constituted 
in each case, which was composed of one royal officer and two 
merchants named by the governor, with the royal fiscal (attorney 
for the crown) as intervener. After 1734 there was a perma- 
nent board of valuations, which from 1828 on was known as 
the junta de aranceles (tariff board). 

At first the values were supposed to be determined with 
reference to the true values prevailing at the time of the impor- 
tation. But such a valuation, once made, became a precedent 
for the assessment of subsequent importations of the same 
goods, until finally it became the practice to publish tables of 
"official values" for all imported wares. In 1828 his Majesty, 
moved by the " deplorable state" into which " the importations 
as well as the exportations and the coasting trade" of the 
islands had fallen, authorized the appointment of a permanent 
tariff board (Junta de aranceles) in Manila. 1 This board was 
directed to proceed at once to the formation of a tariff of the 
duties which should be paid in the future. It was instructed 
to take into consideration the kind of wares and the circum- 
stances under which they were imported or exported — that is, 

1 The junta de valoracionts of 1734, above referred to, was suppressed in 1782; 
and between that date and 1832, when the tariff prepared by the new board went 
into effect, all trade was in the hands of the Royal Company of the Philippines. 
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whether they were Spanish or foreign products, whether they 
came under the Spanish or a foreign flag and whether they 
were placed in storage or intended for immediate consumption. 
In the arrangement of the duties the board was to be guided 
by the following purposes : (1) to increase the revenue of the 
exchequer, (2) to nourish and to protect especially the agri- 
culture and the arts of the islands and (3) to offer all needful 
encouragement to the increase of both national and foreign 
commerce. 1 In view of the restriction under which the com- 
merce of the islands still labored, these instructions were lib- 
eral indeed. This board continued in existence, as a board of 
appeals in all matters relating to assessment under the tariff, 
down to the American occupation. 

The tariff framed under these instructions 2 enumerated over 
1 100 different classes or articles of import, fixed their values 
per unit of weight or measure, with but few exceptions, and 
established four rates per cent of duty for each article. The 
first or lowest rate was for Spanish 3 goods imported in Spanish 
vessels, the second for Spanish goods in foreign vessels, the 
third for foreign goods in Spanish vessels and the fourth for 
foreign goods in foreign vessels. The great majority of the 
goods imported were dutiable at the following rates, according 
as they fell in one or another of the four classes just defined : 
(1) 1% (2) 8f>, (3) yfo and (4) 14$. In the case of spirits 
these rates were: (1) io^>, (2) 25^, (3) 30^ and (4) 6ofi; 
except Spanish rum which paid : (1) $f> or (2) 8fi. Beer and 
cider paid (1) 3^0, (2) io^>, (3) 20<fc and (4) 25^0. For vinegar 
and wines ; certain kinds of cotton, linen, silk and woolen tis- 
sues ; certain kinds of mixed tissues ; olives and olive oils ; 
boots and shoes ; sweet potatoes, onions, beans, preserved 
fruits, salt fish and a few other articles of minor importance 
the rates were: (1) 3% (2) 8% (3) 40^0 and (4) 50^. 

The free list contained only trees and shrubs for horticul- 
ture, unwrought gold or silver, gold or silver coin, unwrought 

1 Royal order of April 6, 1828. 2 The tariff went into effect January 1, 1832. 
8 Including all Spanish possessions. The differential in favor of Spanish ships 
originating in the almojarifazgo had been revived in 1818. 
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paving stones, horses for breeding purposes, goats, young 
bulls and two kinds of cotton thread. A few foreign products 
— namely, reeds, birds' nests and tortoise shell, all from J0I6 
and the islands to the southwest 1 — enjoyed the low duty of 
two per cent, while diamonds and brilliants came in at one per 
cent. In 1828 all machinery and instruments required for agri- 
cultural operations were admitted free of duty, 2 and that privi- 
lege was continued until 1891. 

The government was not slow to discover that in the power 
to fix the values upon which these rates were to be levied it 
possessed the opportunity to raise or lower the duty; and 
many marked instances of discrimination against foreign wares, 
made in this manner, can be found in the tariffs. This was 
largely the case among textiles. Lawns, for instance, were 
valued officially at twice their market price. By this means, 
as well as by the use of high nominal rates, protection was 
afforded to native industries. Thus, cotton goods of texture 
or of color similar to those manufactured in the islands paid 
a duty of from fourteen to fifty per cent, according to grade, 
upon a relatively high valuation ; while cotton thread of red, 
yellow, flesh color and green, colors not produced by native 
dyes, was admitted free. 

Although but fifteen articles of export were enumerated in 
the tariff, everything exported was subject to a duty except 
gold, silver and tobacco for Spanish ports. Articles not enu- 
merated paid ifo if exported under the Spanish flag, 2^ under 
a foreign flag for the peninsula and sfi under a foreign flag 
and for a foreign port. Silver coin for a foreign port paid 
2fi under a Spanish flag and 4$ under a foreign flag. Hemp 
exported paid the following rates : (1) in Spanish vessels for a 
Spanish port, ifi; (2) in Spanish vessels for a foreign port, 
i\$>\ in foreign vessels for either (3) a Spanish or (4) a foreign 
port, 2^. Rice paid the following duties in the same classes : 

1 Low rates on these wares were given to encourage trade with China. 

2 Royal order of April 6, 1828. This order relates to the encouragement of 
agriculture in general and is not to be confused with an order of the same date 
relating to the tariff. 
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(1) free, (2) free, (3) 2fo and (4) 39b ; and when exported in foreign 
vessels paid ifo additional, after 183 1, for the support of the 
asylum for the poor of San Jose\ The rest of the enumerated 
articles, all of them from J0I6, enjoyed a rate of only \fa if 
exported in Spanish vessels. 

One of the most striking results of this commercial policy 
was that, while Spanish ships brought nearly all the imports, 
most of the exports sailed away under foreign flags. Thus, in 
1854 the imports under the Spanish flag were 5,544,844 pesos, 
against 210,482 pesos under foreign flags; while the exports 
were almost exactly the reverse, namely, 2 1 3,656 pesos under 
the Spanish flag and 5,138,691 pesos under foreign flags. At 
the same time, it is also true that, as the Spanish statistician 
who compiled the first printed report x on the Philippine trade 
acutely pointed out, more than half the trade of the islands 
sailed under the Spanish flag. 

The above analysis gives the chief characteristics of the 
Philippine tariff down to 189 1. There were a number of 
revisions of rates and classes between 1828 and i89i; 2 but 
as no new principles were introduced, an enumeration of all the 
changes would be both tedious and uninstructive. Among the 
most important changes was the exemption of rice and paddy 
from the import duty, made in 1857. Prior to that date rice 
had been an article of export, rather than of import, but after 
that it became an article of import the amount of which has 
steadily increased ; while the exportation of the great staples 
in the production of which these islands possess such decided 
advantages — namely, abaca, sugar, tobacco and copra — 
increased with even greater rapidity. Exemptions were also 
granted in favor of agricultural machinery, of rails, machinery, 

1 Balanza Mercantil de la Renta Aduanas, 1854. These reports were published 
annually and afterwards developed into the Estadistica General del Comercio 
Exterior de las Islas Filipinas. All statistics in this article concerning exports, 
imports and duties collected under Spanish rule since 1854 are from these reports. 

2 The most important revisions were in i860 and 1870; for these and other 
changes, see royal orders of Nov. 21, i860, Oct. 16, 1870, Nov. 24, 1875, Dec - 7i 
1875, Nov - 2I > '878, Jan. 26, 1880, laws of June 25, 1880, March 24, 1884; 
Circular de Sottas, May 18, 1886. 
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cars and other supplies for railroads and tramways, of machinery 
for certain industries, of books and scientific instruments and 
a few other articles of lesser importance. The farce of levying 
virtually specific duties under the guise of ad valorem duties 
was abandoned in 1 870, and most of the duties were calculated 
with reference to quantity, not value, although a few purely 
ad valorem duties were retained. This revision was coincident 
with the opening of the Suez Canal, which was an event of the 
greatest importance to the commerce of the Philippines. From 
the spring of 1870, when the first steamer arrived by the new 
route, dates the period of the greatest prosperity for Manila 
prior to the battle of Manila Bay. 

The revised tariff of 1891, which was in force at the time of 
the American occupation, and which remained in force until 
November 15, 1901, contained some new features. The most 
striking changes were: (1) the entire exemption of all Spanish 
merchandise imported under the Spanish flag from the payment 
of duties, (2) the increased protection afforded to the market 
in the islands for Spanish wares and insular products, (3) the 
entire abandonment of all ad valorem duties and (4) the reduc- 
tion and practical abolition of the free list. 

The protective features of this tariff are well illustrated in 
the case of cotton and cotton manufactures. On raw cotton 
the duty was reduced from nine pesos per 100 kilos to 0.24 peso 
per 100 kilos, while the duties on cotton textiles were gen- 
erally increased by amounts varying from five cents to twenty- 
two cents (Mex.) per kilo. The production of cotton for other 
than household use has been largely abandoned in favor of 
more profitable crops, but the natives are skilled in the weav- 
ing of cotton stuffs in many varieties. Since both raw flax 
and the linen textiles compete directly with native fibres and 
textiles (just and sinamay), the duties on both were increased 
— on the raw material from three pesos to six pesos per 
100 kilos and on the manufactured stuffs by corresponding 
amounts. 

The United States military government in the Philippine 
Islands reopened the customhouse at Manila on the 20th of 
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August, 1898. The Spanish tariff of 1891 was continued in 
force, as well as such other charges and fees as had been in 
force just prior to the American occupation. These addi- 
tional charges were of no little importance. They consisted 
of : (1) a surtax for harbor improvements in Manila, levied 
upon all imports, (2) a so-called ad valorem tax on imports, 
(3) consumption taxes on certain goods, (4) a number of mis- 
cellaneous charges and fees and (5) duties upon exports. 

At the time of the establishment, in 1880, 1 of the board for 
harbor improvements (junta de obras de puerto de Manila) it 
was provided that this board might collect a tax equal to twenty 
per cent of the regular duties and in addition thereto. This tax 
was at first collected in Manila alone, by the employees of the 
board and not by the customhouse officials ; and it was also 
levied upon Spanish goods, notwithstanding that they were 
exempt from the specific duties of the regular tariff. Goods 
coming from other ports in the islands were, however, exempt. 
The practice of evading this tax by entering the goods at some 
other port in the islands and then sending them on to Manila 
as goods belonging to the inter-island traffic led, in 1891, to 
the extension of the collection of this charge to all the ports 
of entry in the islands. On account of this extension the rate 
was reduced from twenty to ten per cent and the collection 
was thenceforth made by the regular customhouse officials. 
Thus the specific duties were practically increased by ten 
per cent of their original amount. 

From the very beginning of government in the Philippines 
it was the practice to levy special taxes on vessels frequenting, 
the ports. This policy seems to have originated in the endeavor, 
in early days, to make the Chinese contribute to the support 
of the government, and these charges seem to have been 

1 Prior to this date there had been a small tonnage tax for dredging (derecho 
de limpid) levied on vessels entering the port of Manila. This tax, with the 
farola (a tax for lighthouses) and a similar tonnage tax for the captain of the 
port, was merged into a tonnage tax, known as the navigation tax {impuesto de 
navegacidti), by decree of the superior government, Nov. 21, 1876. The proceeds 
of the depdsito mercantil, although generally devoted to the building of lighthouses, 
might also be diverted to this harbor improvement fund. 
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regarded as more or less equivalents of or substitutes for 
export duties. They were not levied continuously but were 
revived from time to time, as the exigencies of the treasury 
demanded. The last series of experiments with these taxes, 
taking the guise of expense charges for loading and unloading 
(carga and descarga), began in 1890, and ended in 1896 with 
a descarga of two per cent ad valorem. The tax was based, 
as was the practice with the older customs duties, upon a table 
of official values, which was drawn up for the purpose under 
the authority of the royal decree of August 16, 1895. In 1897 
a war tax of six per cent additional was levied in the same 
manner. 1 Both of these taxes were in force at the time of the 
American occupation and came to be known by our officials as 
"the eight per cent ad valorem tax," being added together, 
without reference to the original purposes. 

Consumption taxes upon special classes of goods, added 
to the customs duties and levied in the same manner, were 
established in 1896. They were levied at specific rates upon 
spirituous liquors, beer and cider, salt, vegetables, flour and 
mineral oils. These also, being in force at the time of the 
American occupation, were continued by the United States 
military government. 

There were, therefore, three distinct taxes levied upon all 
imports and four upon those just enumerated. To illustrate 
the way in which these additional taxes modified the original 
specific duties, we may take the case of the importation of 100 
kilos of salt. The various charges and the total duty would be 
calculated as follows : 

Pesos. 

(1) Specific duty (derecho de arancel) 0.650 

(2) Surtax for Manila harbor (10% of above duty) . . . 0.065 

(3) 6% plus 2% ad valorem (on official value of 040 peso) 0.032 

(4) Consumption tax 1 .000 

Total duties 1.747 

It can readily be imagined how much annoyance, friction and 
misunderstanding the separate calculation of each one of these 

1 Royal decree of Aug. 14, 1897, and order of General Rivera, Aug. 20, 1897. 
Spanish goods were not exempt. 
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items involved. United States merchants, especially, were 
prone to look up the specific duty and ignore the surtax, the 
ad valorem duty and the consumption tax, and often objected 
vigorously to paying so much more than their original estimate. 
Yet, although the total duties on any one article never varied 
per unit of weight or other measure, the Spanish system of a 
separate calculation of each of these duties was continued for 
two years by the American administration, and it was not 
until September, 1900, that a tariff list showing the combined 
duties was published. 

The miscellaneous charges, above referred to, which laid an 
additional burden upon trade, were generally levied against the 
vessels. They consisted of wharf charges and harbor dues of 
one and one-half pesos per ton of 1000 kilos on all exports, and 
of one-half peso per ton on imports intended for transshipment 
to other ports in the islands. There were also lighthouse dues 
of 0.10 peso per net ton and certain stamp taxes on the ships' 
papers amounting to about four pesos. 

One of the most interesting of the older miscellaneous 
charges on commerce was the average (averia), established for 
all Spanish trade in 1528 and finally abolished in the Philippines 
in 1 87 1. In its final form this was an ad valorem tax, the 
proceeds of which supported a commercial court, while the 
surplus was paid into the lighthouse fund. Its name is signifi- 
cant of its history. It originated in those days when the 
enemies of Spain made the ocean so uncomfortable for her 
merchant ships that they were accustomed to sail in fleets, 
accompanied for protection by one or more war vessels. The 
cost of this protection was divided as an average between the 
ship and her cargo, in much the same manner as a partial loss 
is distributed in marine insurance to-day. Later the passen- 
gers were also included in this distribution of costs. This 
average early became a tax at fixed rates. 1 It was intro- 
duced into the archipelago by virtue of the royal Ce"dula of 

1 At one time the rates were twelve per cent for merchandise other than gold 
and silver, which paid two per cent, and twenty ducats for passengers. For further 
details concerning this interesting tax, see the Recopilacion de las Indias, bk. ix, 
title ix. 
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December 19, 1769, which established a court of the first 
instance for hearing commercial cases. 1 Its administration was 
at first in charge of this court but in 1832 2 was transferred to 
the customhouse. The averia at this time amounted to one 
per cent on Spanish goods imported under the Spanish flag and 
two per cent on foreign goods imported under a foreign flag. 
The yield was about ten per cent of the regular duties. After 
1858 it appeared for twelve years in the general budget, having 
been turned over to the treasury, and the receipts each year 
ranged from 100,000 pesos to nearly half a million. It disap- 
peared after the tariff of 1870 went into effect ; but all through 
its history it maintained its original character as a special fee 
for special protection or services rendered to commerce by the 
government, either by the navy, by the court or by the light- 
house service. 

Export duties were in recent years levied upon the principal 
exports only — namely, hemp (abaca), indigo, rice, sugar, copra 
and tobacco — and were specific. The rates were low, and yet 
the revenue from this source was considerable, amounting in 
one year to 700,000 pesos. 

A calculation made in 1900 of the burden which the tariff 
laid upon the imports of the islands showed that under the 
Spanish administration in 1894 the amount of duties paid was 
about sixteen per cent of the declared value of the goods 
imported. Spanish goods free of duty were excluded from the 
calculation. This was before the ad valorem rates were levied. 
The same calculation made the burden in 1900 twenty-three 
per cent, which corresponds fairly well to the above result, if 
allowance be made for the additional eight per cent ad valorem 
then collected. This calculation was necessarily inaccurate, as 
the declared values were intermingled with the official values 
and neither of them had any necessary relation to the market 
values. It is, however, safe to conclude that the duties exceeded 
twenty per cent of the value of the imports. 

1 Known until 1830 as the Consulado de Manila (not to be confused with the 
body of privileged merchants of older times), afterwards as the Tribunal de 
Comercio. 2 Royal Cidula of July 26. 
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This burden was most unevenly distributed. The following 
list of articles taken from those most largely imported shows 
the operation of the tariff in some of its most interesting 
phases 1 : on raw cotton the duties were 6fa of the declared 
values; cotton yarn, i$.6fo; manufactured cotton goods, 2$.6f>; 
rice, i8.2jfc; glasswares, 9.1ft; paper, 19.3^; wines, 24^; flour, 
20.2^; books, 6.$fo ; raw iron, 19.3^; cutlery, i6.6f>; machin- 
ery, 15.85*0; opium, 33.4^; spirits, 44^; malt liquors, 36.256; 
matches, 19.6^; silks (manufactured), 20.8^0 ; cocoa, I2^>; pre- 
pared foods, 9.4^) (but the duties were practically prohibitive 
on the cheaper grades of canned goods); earthenware, 15ft; 
petroleum, 127.2^0; paints, 8.i$fc; shoes, 18.8^; meat, 29.5^. 

The Spanish tariff fell lightly on luxuries and heavily on 
necessities. The typical native's dress is of cotton cloth and 
his food is mainly rice, and these paid 2 5.6^ and 18.2^, respec- 
tively, while silks and prepared foods paid 20.856 and 9.4% 
respectively. It strikes one as an anomaly that the duty on 
beer should be 0.093 P eso P er li ter when champagne paid only 
0.355 P eso P er liter. In many cases this discrimination arose 
from the application of specific duties to classes which con- 
tained both low-priced and high-priced goods. Thus, the rate 
was the same for a fine pair of shoes as for a coarse pair, for a 
cut-glass decanter as for a lamp chimney, and a $125 type- 
writer paid less than a $10 letter press. In other cases the 
same discrimination arose from the grouping of articles accord- 
ing to their component materials — which threw, for example, 
clockworks and horseshoes together at the same rate. 

The commerce of the islands has increased with phenomenal 
rapidity since the American occupation, and the customs duties 
are the principal source of revenue. The best year under 
Spanish rule was 1894, when the total imports reached28,529,777 
pesos. The imports for 1899, with only three ports of entry, 
two of which were closed part of the year, and with the insur- 
rection at its height, amounted to 42,176,362 pesos, exclusive 
of goods imported by the subsistence and quartermaster's 
departments for the use of the army. During 1900 they 

1 All statistics refer to the imports of 1899. 
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reached 55,544,366/^^. That is, they were forty-seven per 
cent greater the first year and nearly one hundred per cent 
greater the second year than under the most favorable circum- 
stances during Spanish rule. 1 

IV. Monopolies. 

1 . Stamp Taxes. — The royal monopoly of the sale of 
stamped paper for all public and legal documents dates from 
1638. 2 After passing through many vicissitudes and changes, 
even being farmed out for a time, these taxes took, by virtue 
of the royal decree of May 16, 1886, the form in which they 
were inherited by the American government. 

Although distinctly taxes on fortuitous gains and legal trans- 
actions, the efectos timbrados were always classed among the 
monopolies, or rentas estancadas. Originally the taxes were 
collected by the sale of stamped paper upon which it was 
required that all legal documents be written, and the principal 
features of the original law are still in force to-day. 

The law of 1638 provided four classes of stamped paper, cost- 
ing (1) twenty-four reales, (2) six reales, (3) one real and (4) 
one cuartillo per sheet. The first two classes were folded 
sheets, the last two, single sheets. Paper of the first class 
was to be used for all official communications of "grace or 
favor" given in the provinces of the Indies by the Crown's 
"Viceroys, Captains General, Mayors (Corregidores) and all 
other ministers of justice, war or revenue." If such documents 
required more than one sheet, the second and following sheets 
might be written on stamped paper of the third class. Stamped 
paper of the second class was to be used for the first sheets of 
all powers of attorney, wills and contracts of any kind or form 
which had to be attested by a notary public; other sheets 
might be on stamped paper of the third class. Stamped paper 
of the third class was to be used for the first sheet of all 
judicial matters heard by the Crown's "Viceroys, Chancellors, 

1 For the details of this marvellous growth, see Report of General McArthur of 
June 1, 1901, Exhibit P. 2 Recopilacion de las Indias, bk. viii, title xxiii, law 18. 
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Supreme and other courts or by any judge or justice in the 
Indies"; other sheets might be on common paper. Stamped 
paper of the fourth class, subsequently known as "official 
paper," issued gratis to government officers, was to be used 
for official communications and for documents the cost of which 
fell upon paupers and natives. 

In the course of time the number of different classes of 
stamps was increased, but the original four groups were main- 
tained, while two new general groups were added — one for 
commercial documents, such as drafts, bills of exchange, clearing- 
house certificates, etc., and another for "payments to the state." 

The purpose of the last-named paper was to avoid the hand- 
ling of public money by clerks of the courts and other persons 
not regularly authorized to make collections under the internal 
revenue system. Thus, for example, in the payment of a fine 
imposed by a court or of administrative fines, the person mak- 
ing the payment would purchase stamped paper of this charac- 
ter equal in value to the amount of the fine. The stamped 
paper so purchased was separable into two parts, and after the 
cause for payment had been separately noted on each part it 
would be cut in two, one piece being retained by the officer 
to whom the fine was paid and the other being retained by the 
person fined, as his receipt. 

Adhesive stamps were used for insurance policies, drafts, 
checks, receipts, accounts, customhouse clearances and the 
like. Stamped paper ranged from a nominal value of 0.05 
peso per sheet for official paper to twenty pesos ; paper for 
"payments to the state" from 0.005 P eso t0 fifty pesos; 
adhesive stamps for drafts, etc., from 0.05 peso to fifty pesos. 
Postage stamps, stamps for the prepayment of telegrams, 
cablegrams, 1 etc., were under the same administration. 8 

The amount of stamps required for any one document is 
determined : in contracts, by the value of the consideration 

1 Almost the entire revenue from this source was expended in payment of 
subsidies. 

2 There were fifty-three different kinds of stamps provided for by the law of 
1886. New issues were originally made every two years, so that the Philippines 
will prove interesting to the stamp collector. 
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expressed ; in wills, by the amount bequeathed ; in case of 
commissions, by the salary of the position ; in the case of com- 
mercial documents, by the value of the draft, bill of exchange, 
etc.; in other cases generally, by the character of the docu- 
ment and the number of pages, of twenty-four lines of seven 
words each, contained in the document written on the stamped 
paper. Receipts and accounts current used in place of receipts 
pay ten cents, when the amount for which they are written 
exceeds fifteen pesos. Instruments not stamped are not ad- 
mitted in evidence, and the persons responsible for the failure 
to stamp the same are subject to heavy penalties. 

A number of judicial and administrative fees and miscella- 
neous charges, for the issuance of documents, copies, certifi- 
cates, titles and commissions not included in the regular stamp 
taxes, were usually grouped with the stamps in the accounts. 

2. Papal Bulls. — Of the older branches finally merged into 
this source of revenue one of the most interesting was that 
from the sale of papal bulls or indulgences. This, like the 
tithe, was one of the revenues which passed to the Crown on 
its assumption of the burden of supporting the church. The 
bull sold in this way was known as the "bull of the sacred 
crusade" (bula de la Santa Cruzada), because it granted to 
those who fought against infidels and heretics for the exten- 
sion of Spain's dominion in the islands of the sea the same 
indulgences which the popes were accustomed to grant to 
those who went on a crusade for the conquest of the Holy 
Land. In 1609 1 the management of these taxes was placed 
in the hands of a specially constituted board, known as the 
tribunal de cruzada. The proceeds of the sale of the sacred 
bull were, according to the ordenanzas of the tntendentes, 2 to 
be devoted to the expense of maintaining prisons and fortified 
places to "protect the inhabitants from the insults of the 
uncivilized Indians " and to the support of church missions. 

The preaching and publication of the bull, which occurred 
every second year, " both on account of the great distances and 

1 Royal Ctdula of May 17. 

2 Article 154, and papal letter of March 4, 1850. 
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because the original indulgences were for two years," 1 was a 
matter of great ceremony. 2 In 1813 there were fourteen dif- 
ferent rates fixed for the "alms which should be contributed 
in the colonies," varying from two reales to fifteen pesos, 
according to the character of the indulgence granted. In 
1890 the sale of bulls by the state was discontinued and 
taken over by the church, through which it is still continued. 
Although it yielded the state never over 200,000 pesos per 
annum, and in the last year less than 8000 pesos, this tax was 
capable of yielding over a million per annum if the intent of 
the law had been enforced. 

3. Ancient Monopolies. — While claiming, and to a certain 
extent enforcing, the royal right to the profits of all commerce 
and industry in the colonies, the government of Spain singled 
out from the very first certain articles in which all traffic save 
that carried on in the name of the Crown was prohibited. 
Among these were originally quicksilver, 8 salt, 4 playing cards 5 
and corrosive sublimate. 6 None of these ever assumed any 
great importance. Others were, however, added later ; and 
among the latter the most important were explosives, 7 spirit- 
uous liquors, 8 tobacco 9 and opium. 10 

4. Spirituous Liquors. — The monopoly of the manufacture 
and sale of vino, the native liquor distilled from fermented 

1 By declaration of Pope Gregory XIII, dated Sept. 5, 1578. 

2 See royal Cidulas of Feb. n, 1592, Sept. 11, 1750, and April 26, 1773, and 
the royal order of Sept. 17, 1784. 

8 Recopilacidn de las Indias, bk. viii, title xxiii, laws I to 12, abandoned by 
royal order of May 23, 1845. 

4 Ibid., bk. viii, title xxiii, law 13, never universal, abandoned by royal orders 
of June 14 and 16, 1869. 

6 Ibid., bk. viii, title xxiii, law 1 5. 

6 Ibid., bk. viii, title xxiii, law 16. 

7 Established by royal order of July 18, 1805, which provided for a govern- 
ment factory. Reorganized by royal order of Jan. 22, 1828, which provided for 
the manufacture by a private firm and sale by the government. The monopoly was 
abandoned by royal order of June 17, 1864. 

8 Established in 1712, the monopoly was abandoned in 1864. (See decree of the 
Superintendencia, May 14.) For the general character of the monopoly, see the 
report which accompanied the budget in 1839. 

9 Established in 1781, put into operation in 1782, finally abandoned Dec. 31, 1882, 
after one century of existence. 10 Established in 1847. 
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cocoanut sap or from nipa sap, and afterward of rum and other 
liquors was alternately managed by the government and farmed 
out until 1780, after which it remained under public adminis- 
tration until 1864. At first this branch of the system pro- 
duced a revenue of 10,000 pesos per annum; the last year it 
was farmed out it yielded 51, 000 pesos; in 1812, 142,000; in 
1820, more than 200,000; in 1830, 288,000; in 1835, 400,000; 
and in i860 the revenue exceeded 1,000,000 pesos. One of 
the original purposes of this monopoly was to restrict the con- 
sumption of spirituous liquors among the natives. This pur- 
pose was abandoned after 1839, when it was discovered that a 
reduction in the price increased the net returns, and the govern- 
ment from that time on, " superior to all vulgar considerations," 
as Friar Buzeta puts it, proceeded to encourage consumption with 
the incidental result of increasing the receipts of this "rent." 
In spite of this, the natives remain even to this day models of 
sobriety, so far as the use of such liquors is concerned. 

After the abandonment of the monopoly the government 
established a license tax on the manufacture and sale of alco- 
holic liquors, at rates ranging from 12 to 500 pesos. This tax 
was finally merged into the income tax. 

5. Tobacco. — By far the richest of the state monopolies in 
revenue-producing capacity was the tobacco monopoly, which, 
moreover, proved not less important as a factor in the general 
economic development of the islands than it was for the 
treasury. 1 The establishment of this monopoly met with stub- 
born resistance on the part of the natives. They looked upon 
tobacco as a prime necessity, being accustomed to its use 
almost from infancy, and naturally objected to the limitation 
of its cultivation and sale. 

The maintenance of this monoply involved : (1) the prohibi- 
tion of the cultivation of tobacco outside of certain districts; 

1 It is foreign to our present purpose to discuss the economic aspect of this 
monopoly ; for such a discussion, see Foreman, The Philippine Islands (2d. ed., 
New York, 1899), pp. 342 ff. Possibly the best official account of the monopoly, 
although inaccurate in many details, is that given in the report which accom- 
panied the budget in 1839, reprinted in Zamora, Biblioteca de UgislaciSn ultra- 
marina (Madrid, 1864), vol. vi, pp. 12 ff. 
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(2) the strict regulation of the amount to be raised within 
those districts, which in turn, on account of the inertness of 
the natives, involved compulsory labor on the part of those 
once engaged in its production ; (3) the prevention of contra- 
band sales, whether of tobacco taken from the crop permitted 
to be raised or of other tobacco ; (4) the purchase of the entire 
crop by the government at a price determined by the author- 
ities ; (5) the inspection of the growing crops ; (6) the inspection 
and classification of the product as to quality ; (7) the prepara- 
tion of the tobacco under government supervision ; (8) the 
manufacture of cigars, cigarettes, etc., in government factories ; 
(9) the prohibition of the exportation or importation of tobacco 
except by the government ; (10) the collection and purchase of 
as much as possible of the tobacco raised in districts not fully 
under government control. 

At first the cultivation of tobacco was confined to the dis- 
trict of Gapan, in the province of Nueva Ecija, to certain 
districts in the Cagayan valley and to the little island of Marin- 
duque. It was not until after 1828 that it was found that the 
tobacco from the Cagayan valley was both better in quality 
and cheaper to raise than that of Gapan. Before the close of 
the monopoly the authorized tobacco-planting districts were 
in the provinces of Cagayan, La Isabela, La Uni6n, Abra, 
Ilocos Sur, Ilocos Norte and Nueva Ecija, all in northern or 
north-central Luzon. Collections of tobacco raised without 
government supervision were made in the Visayas after 1840 
and among the Igorotes of the north after 1842. 

The income and the expenditures of the tobacco monopoly 
were the largest items in the budget. In 1 880-8 1 the gross 
receipts amounted to 6,571,200 pesos, against which were 
charged: for tobacco purchased, 1, 548,1 10 pesos; other mate- 
rials, 28,614 pesos ; expenses of collection, 80,473 pesos; cost 
of manufacture, 1,304,061 pesos; cost of supervision, 152,882 
pesos; other expenses, including estimated proportion of ex- 
pense of the general administration of all monopolies, 50,000 
pesos 1 ; leaving a net revenue of nearly 3,500,000 pesos. 

1 The expenses of all rentas estancadas were run into one account and, as 
they were under one administration, the exact segregation is no longer possible. 
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6. Opium. — The sale of opium was declared a state monop- 
oly in 1847. 1 Since 1828, however, the law had required that 
all opium raised in the islands, whether for local consumption 
or for export, should be deposited in a customs warehouse and 
on its withdrawal should pay a tax of twenty-five per cent on 
its value at the price current in China. 

This monopoly was managed as a farm, the privilege of estab- 
lishing smoking dens being sold for two years at public auction. 
The regulations and management of the farm were much the 
same as prevailed in other European colonies in Asia. Only 
male Chinese were allowed to frequent the smoking dens and 
to purchase opium for smoking. Its use by natives, by women 
and by mestizos was strictly prohibited. The contractor was 
permitted to arrest and prosecute any person dealing in contra- 
band opium, and all opium not placed on sale by the contrac- 
tor was declared to be contraband. The contractor alone could 
import opium, subject to a tax of forty pesos per chest, in addi- 
tion to the regular customs duties. In 1893-94 the opium 
contract yielded a revenue of over 500,000 pesos. 

7. Cockpits. — The necessity for police regulation of the 
crowds which gathered at the cockpits in pursuit of the favor- 
ite sport of the Filipino, cockfighting, probably suggested the 
idea of making this love of sport a source of revenue, and it 
became one of the recognized rentas of the state. 

By the royal order of March 21, 1861, approving the regu- 
lations established for the government of cockpits, the enjoy- 
ment of the sport outside of the public cockpits was prohibited. 
The right to establish and conduct cockpits was sold to the 
highest bidder for a term of years, and the contractor was 
obliged to comply with the most exacting regulations concern- 
ing the arrangement and location of the pits, their capacity and 
ventilation, and the observance of order and of the proprieties. 2 

1 Royal order of Sept. 18, 1847, approving the decreto of the Gobtrnador Capi- 
t&n General Subdelegado de Hacienda of Dec. 13, 1843, by virtue of which the 
monopoly had been established, Jan. 1, 1844. 

2 Such, for example, as that the cockpits must be conspicuously located and not 
more than 400 varas from a church (Sic itur ad astra !) or a municipal court ; that 
the cockpits should be opened and fights permitted only on (1) Sundays, (2) days 
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The value of the farm consisted in the right to charge admis- 
sion and to collect various fees from those who entered 
birds in the fights. The treasury receipts from this source 
ranged between 100,000 and 200,000 pesos per annum. In 
1 89 1 this branch of the revenue was surrendered to the 
local governments. 

V. Lotteries. 

In 1850, 1 Queen Isabella II ordered the establishment in the 
Philippines of a periodical lottery similar to that which existed 
in the peninsula and in the rich Antillas Espanolas. The 
lottery continued down to the American occupation, at which 
time it yielded a revenue of about 800,000 pesos per annum. 
The drawings then were monthly. Three-fourths of the receipts 
were to be distributed as prizes. A prospectus of the drawing 
of May 14, 1897, gives the following information : 32,000 tickets 
at 10 pesos, each divided into twentieths; 1424 premiums, 
amounting to 240,000 pesos; one prize of 60,000 pesos, one of 
12,000, one of 8000, one of 3000, one of 2000, nine of 1000 
and 905 of 100 pesos. All approximate numbers, in the same 
hundred with the one drawing any one of the five highest 
prizes, drew 100 pesos each ; the number before and the num- 
ber after the first prize each drew 1000 pesos, before and after 
the second 800, the third 600, the fourth 400, the fifth 200 
pesos. The combination of approximations with the premiums 
in one and the same ticket was permitted. 2 Tickets not sold 
were played by the treasury, which had the same rights in 
regard to these tickets as any other player. 

marked on the calendar with two or three crosses, (3) on the birthday of the king 
or queen or of a prince or princess of Spain, (4) on Mondays and Tuesdays in the 
carnival time, (5) on the third day of each of the three great festivals of the year, 
Passover, Easter and Christmas, (6) on three days during the festival of the 
patron saint of the town, and (7) on certain days during royal festivals to be 
designated by the government; that no person should be allowed to bet more 
than fifty pesos on one fight ; that no fight should be conducted save under 
the presidency of the municipal captain (gobernadorcillo) or his legal substi- 
tute, etc. 

1 Royal order of January 29. 

2 That is, the greatest possible winning for any one ticket would be 61, $00 pesos. 
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VI. Public Domain. 

The most productive branch of the public domain was the 
sale of forestry products. Next in importance was the sale of 
land and the commutation (composiciones) collected from squat- 
ters found on the public land. The carefully guarded royal 
rights in mining never yielded any considerable revenue. 

VII. Miscellaneous. 

1 . Taxation of Local Taxes and Rents. — One of the most 
remarkable devices for raising revenue was the tax levied by 
the central government upon the arbitrios y propios 1 of the 
municipal governments. This tax was established in 18 so. 2 
It consisted at first of ten per cent on the arbitrios and twenty 
per cent on the propios. This tax yielded a revenue of about 
200,000 pesos per annum down to 1881-82, when it was abol- 
ished. Whether it acted as a tax on the monopolists to whom 
the local revenues were farmed out or whether it simply redis- 
tributed the public funds, by transferring a possible surplus 
from the local treasuries to the central treasury, cannot at 
present be determined. 

In the same category belongs the tax subsequently imposed 
on salaries and other payments drawn from the local funds. 
The other miscellaneous revenues are of no particular interest. 
With the exception of the occasional profits from the mint, 
they are generally mere book-keeping balances. 

Summary. 

The most striking features in the story of taxation in the 
Philippines are the continuity in the development of the tax 
system, the antiquity of its origins and the skill and care with 

1 Arbitrios (grants or concessions) is a term here applied to the local taxes, 
fees and licenses derived from markets, slaughter houses, fisheries, fords, ferries, 
cattle pens, public carriages and carts, weights and measures, billiards and the 
like, and to the commutation of personal services. Propios (ownings) applies to 
the rental received for any public property. 

2 By virtue of the royal order of Sept. 13, 1845. 
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which it was ever readjusted to the conditions of the times and 
of the country. The direct taxes which the United States gov- 
ernment found in operation in the islands at the time of their 
occupation can all be traced back, with scarcely a break in the 
line of evolution, to the primitive " tribute," provided for with 
such simple logic and stately eloquence in that impressive old 
law for the Indies written by royal authority in 1523 1 ; the 
indirect taxes, in their turn, were all evolved from the simple 
almojarifazgo, whose quaint Moorish name so forcibly suggests 
its age ; while the other revenues, all practically in the form of 
monopolies, either arose from the assertion of the royal rights 
to the profits of all trade that might be won by loyal Spanish 
subjects or else rested on the papal supremacy over all the 
converts to the Church of Rome. 

The income tax illustrates the evolution of the direct taxes 
with remarkable clearness. It originated in the endeavor to 
compel the Chinese traders and craftsmen resident in the 
islands to contribute to the support of government more 
nearly in proportion to their ability than was possible under 
the "tribute." Once established, tested and found effective 
among the Chinese it was readily extended to the other classes. 
It was from first to last peculiarly an outgrowth of the local 
conditions. 2 There is much in this development which reminds 
us of the growth of the Prussian income tax from a poll tax. 3 

We might have expected that the old alcabala, or excise tax, 
of the laws of the Indies, which was the seed from which so 
many taxes sprang up in other Spanish colonies, 4 would have 

1 Quoted in rough translation at the beginning of part i of this essay. 

2 The same tax transplanted to other Spanish colonies in turn was not a suc- 
cess. (See Hollander, " Finances of Porto Rico," in Political Science Quar- 
terly, December, 1901, pp. 554 and 556.) It seems, indeed, to have assumed a 
very different character on this foreign soil, as might have been expected — so dif- 
ferent that it does not seem to have been even recognized as an income tax by so 
astute an observer as Professor Hollander. 

3 A strong side light is thrown upon the suitability of the income tax to the 
conditions which prevail in the Philippines and upon the regard in which it is held 
by the natives by the fact that this tax, together with the tribute, was successfully 
and quite generally collected by the insurgent government in all the districts over 
which it exercised control, and in some cases even in the towns occupied by our 
troops. 4 Notably in Mexico. 
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taken root in the Philippines. But the early governors were 
so unanimous in their opinion that this tax was unsuited to the 
local conditions that it was never introduced, and there was in 
consequence no growth of indirect internal taxes for insular 
purposes. 

The evolution of the customs duties was equally simple and 
logical. Two systems of classification prevailed from the first, 
by the flag and by the character of the wares, and the tariff of 
1 89 1 shows the same broad divisions as the ancient altnojari- 
fazgo. The differences are mainly those of detail. 

The trite saying that " every old tax is a good tax, because 
industry and trade have adjusted themselves to the burden," 
is all the more true when the " old tax " has grown up with 
the country and has been readjusted from time to time to meet 
the shifting conditions of economic life. 

Carl C. Plehn. 
University of California. 



